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Data for this edition of the Monthly Panorama of European Industry is in the main up 
until November 1997. Industrial production for EU­15 rose by 1.2% in the three months 
to November 1997 ­ continuing the trend of just above one per cent growth that has 
been seen for the last three months. Growth for the individual Member States showed 
that total industrial production was positive across all countries in November. 
Latest outlook ­ the most recent 
short­term indicators for 
European industry in tabular 
and graphic format, page 7 
The second half of this month's edition of the Monthly Panorama of European Industry 
concentrates on the electrical machinery industry (NACE Revision 1 division 31) and a 
study on sub­contracting in the electronics industry. More than four per cent of Europe's 
manufacturing base is accounted for by electrical machinery. Europe had a level of out­
put in excess of both Japan or the USA in 1996. Latest data for November 1997, report­
ed that EU production of electrical machinery was up by 0.9% (compared to the previ­
ous three months). 
The process of sub­contracting has been a phenomena on the increase in recent years 
across Europe. The final article in this issue is the first in a series of three that wi l l be pre­
sented during the course of 1998. It wi l l be followed later in the year by two other stud­
ies of industries that rely to a large degree on sub­contracting, the textile industry and 
the automobile industry. The pilot study presented reveals data (for a limited number of 
countries) from both the point of view of the sub­contractor and the sub­contractee. 
.-... 
In depth ­ α close look into the 
electrical machinery industry, 
page 51 
P e d r o D í a z M u ñ o z , 
L u x e m b o u r g 
Special focus ­ a feature on 
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Graphical and tabular representation of the 
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emp loymen t index 
const ruct ion 
capaci ty u t i l i sa t ion 
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A close look into the structure and activity of 
this industry, as well as short-term indicators 
giving the most recent trends: 
commentary 
structure of the industry 














The Monthly Panorama of European 
Industry has the objective of furnishing 
readers with an instrument which will 
allow them to follow the evolution of 
industrial short­term trends and also 
show the structure and activity of an 
industry. The publication appears 
eleven times during the course of the 
year. When the occasion warrants top­
ical articles may well be treated in the 
form of a special edition, up to six of 
which are planned for 1998. 
This publication is a joint project of 
Eurostat and Directorate General III 
(Industry policy). 
The opinions expressed in this 
publication are those of the 
individual authors alone and do not 
necessarily reflect the position of the 
European Commission. 
Next issue: 
Coke, petroleum and nuclear fuels 
Editor-in-chief: 
Mr. Berthold Feldmann, 
Eurostat, 
Statistical Office of the European 
Communities, 
Bâtiment Jean Monnet, 
C5/27, 
L­2920 Luxembourg 
tel: (352) 4301 34401 















O Data diskette 
© Methodo log ica l notes 
7 2 
7 3 
Enquiries regarding the purchase 
of data should be directed to: 
Eurostat Data­Shop 
4, rue Alphonse Weicker 
L ­ 2014 Luxembourg 
tel: (352) 4335 2251 
fax: (352) 4335 22221 
e­mai I : agnesn@eurostat.datashop. lu 
© Special focus: sub­contract ing in electronics 77 
Data marked with this symbol ^ 
is available on the diskette - [nJ 
for further details see page 72 
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1 T o t a l i n d u s t r y 
Industrial production continues to g row 
Data for the index of industrial production for the period to November 1997 (three 
months compared to the previous three months) showed that the growth of the 
European industrial economy was equal to 1.2% (compared to a figure of 1.2% in 
October). Growth rates for industrial production remained positive in all the Member 
States, ranging from 0 .01% in Belgium to 3 . 1 % in Luxembourg. For the largest 
Member States the fol lowing growth rates were recorded (with the October figure 
given in brackets): Germany 1.3% (1.3%); France 1.9% (1.8%); Italy 0.7% (1.0%) 
and the United Kingdom 0.2% (0.3%). 
The comparatively high growth rates seen in the French industrial economy have 
been in evidence since the second quarter of 1997. Back in January 1997, French 
industrial production rose by only 0.2% (again compared to the previous three 
months) - this figure grew quickly to 1.1% by March 1997, rising to 1.8% by May 
1997, before fluctuating between 1.5% and 1.9% since. 
Data marked with this symbol is 
Ujj!] available on the diskette -
for further details see page 72 
Enquiries regarding the purchase of 
data should be directed to: 
Eurostat Data-Shop 
4, rue Alphonse Weicker 
L - 2014 Luxembourg 
tel: (352) 4335 2251 
fax: (352) 4335 22221 
e-mail: agnesn@eurostat.datashop.lu 
The growth rate of 1.3% seen in Germany was the tenth successive month that 
growth was above one per cent. German growth has remained within the boundaries 
of 0.9% to 1.3% during the whole of 1997. 
In Italy, industrial production has fluctuated far more, with a rapid expansion in the 
first six months of 1997 followed by a gradual slowing of the rate of increase in the 
second half. Growth was even negative in January of 1997, from where it picked up 
at a substantial pace - reaching 1.9% by May 1997. The rate of increase has since 
slowed in successive months through to November 1997 (0.7%). 
In the United Kingdom there has been less of a change in the level of industrial activ-
ity during 1997. For much of the year the growth of the United Kingdom industrial 
economy has remained just above zero per cent. Nevertheless, data for the third and 





Industr ial p roduct ion (trend cycle) and producer prices 
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by 1 . 2 % i n N o v e m b e r 1 9 9 7 
Turning attention to the year­on­year change 
between the same month of 1996 and 1997 the EU 
recorded growth of 4.4% in November 1997 (com­
pared to a year­on­year growth rate of 5.5% in 
October 1997). Growth rates for the EU have risen 
markedly during the second half of 1997, when 
they have been consistently over the level of three 
per cent. Once again all Member States (with the 
exception of Belgium and the United Kingdom) dis­
played growth rates that were positive. Indeed, 
there was growth of over ten per cent in 
Luxembourg and Finland (data again for November 
1997). 
Production growth for the 
different goods sectors 
Looking at the development of intermediate goods, 
there has been a high level of growth in Germany 
and France for this sector throughout 1997 (three 
months compared to the previous three months). 
German rates of increase have fluctuated between 
1.4% and 2.0% during the first eleven months of 
1997. After moderate increases in the first quarter 
of 1997, French rates also quickened to around 
1.4% during the second half of 1997. In Italy 
growth was even more pronounced during the 
early summer of 1997 ­ reaching 3.0% by May 
1997 (in common with the development of the 
index for total industry). Italian output has since 
slowed to 0.8% growth (November 1997). In the 
United Kingdom, the intermediate goods sector 
performed less dynamically, with growth at levels 







F i g u r e 1 .1 
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For the capital goods sector in the Member States, 
only Greece (­1.2%) recorded a decline in output 
for the latest month data was available. 
Developments in Italy and the United Kingdom did 
not fol low those of the other large Member States, 
where growth was generally pronounced (when 
compared to those of total industry). Growth rates 
for November 1997 were as follows: Germany 
(1.5%), France (2.5%), Italy (0.1%) and the United 
Kingdom (0.1%). Investment in capital goods was 
generally in a good state across much of the EU 
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Industrial production: 
growth rate, three 
months compared to 
the previous three 
months 
(%) 
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Looking at the consumer goods sectors the picture 
was mixed: with German and Italian industry dis­
playing growth well below total industry averages, 
whilst French and United Kingdom growth rates 
were well in excess of their respective series for 
total industry. Data for November was as follows: 
Germany (0.0%), France (2.1%), Italy (-3.6%) and 
the United Kingdom (1.0%). Consumer non-
durables reflected much the same developments: 
with lower than average growth in Germany 
(-0.1%) and Italy (0.5%), whilst in France growth 










IV-1996 1-1997 -1997 111-1997 
C EU-15 Japan USA J 
International comparison of 
the production index 
The Japanese industrial economy continued to 
show signs of going into recession. For the third 
successive month industrial production in Japan 
was negative (-0.9%, fol lowing -0.7% the month 
before). The decline in the Japanese data can be 
largely attributed to the performance of the con­
sumer durables sector (which recorded a decline of 
3.5% in November 1997). Expressed as a year-on-
year change, total Japanese industrial production 
still showed signs of positive change (although at 
much reduced rates of growth, when compared to 
earlier in 1997). Indeed, total Japanese production 
expanded at a rate of over 7.0% during the first six 
months of 1997, but it had slowed to 0.4% by 
November 1997. 
In the United States growth in total industrial pro­
duction (three months compared to the previous 
three months) continued above the level of one per 
cent. Every month of 1997 has so far seen growth 
between 0.8% and 2.5% (November 1997). 
Expressed as a year-on-year growth rate the 
American industrial economy expanded by 8.8%. 
Producer price developments 
EU-15 producer prices continued to rise at a mod­
erate pace (up by 1.2% during the year to 
November 1997). The main component of price 




Industr ial p roduct ion (work ing day adjusted) & trade balance 
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which saw year-on-year changes of 1.9%. The sec-
tor has displayed quickening growth in producer 
prices since the summer months of 1997. As 
regards intermediate and capital goods, EU-15 
growth was equal to 0.5% and 0.9% respectively 
(in November 1997). 
Price changes in the individual Member States for 
total industry ranged between 0.5% in France and 
2.8% in Luxembourg (data again for November 
1997 compared to the same month of a year 
before). Growth rates in the main European 
economies were as follows (with data for the 
November 1996 in brackets): Germany 1.2% 
(-0.3%), France 0.5% (0.4%), Italy 1.6% (0.9%) and 
the United Kingdom 0.7% (0.6%). 
The period of deflation witnessed in the American 
industrial economy since April 1997 continued, 
with prices falling by 0.3% when compared to 
those of November 1996. In October 1997, the rate 
of deflation was equal to 0.2%, after having been 
more pronounced during the summer and early 
autumn. 
In Japan the gradual slowing down of producer 
price inflation since July 1997 (when prices increas-
es were running at 1.9%) continued, with the latest 
data for November 1997 recording growth of 1.3%. 
Trends in deflated new orders 
for manufacturing industry 
With the exception of January 1997, each month 
for which data has been available for the EU-15 in 
1997 has shown a positive trend in the develop-
ment of deflated new orders for total manufacturing 
(three months compared to the previous three 
months). The latest data available (for October 
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The most recent data available for Germany, Italy 
and the United Kingdom for October 1997 (again 
compared to the previous three months) saw 
growth rates of: 1.2%, 1.8% and 0.9% respectively. 
Since February 1997, none of the above mentioned 
countries recorded a negative rate of change in 
deflated new orders. 
This text was written by: Andrew Redpath 
For more details, please contact: 
tel: (352)42 66 40 518 
fax: (352) 42 66 40 520 
e-mail: xosal 39@nopc.eurostat.cec.be 
eurostat G 
N e w i n d u s t r i a l s u b - c o n t r a c t i n g in E u r o p e 
Within a context of increased international competition, European 
enterprises have been forced to restructure and to outsource a number of 
production functions. Recourse to subcontracting constitutes one of the 
forms of this outsourcing. However, subcontracting itself is evolving: in 
most cases, it is not restricted to the simple processing of materials 
supplied by a main contractor. Subcontractors are increasingly 
responsible for key operations in the production process (purchase 
of raw materials, design of products, investment, etc). 
The nature of the interdependence between subcontractors and 
main contractors is therefore changing, and is bringing about a new 
type of relationship which must be taken into account in the policies carried out 
for enterprises. Information about enterprises must adapt to this change. This is 
why, at the request of the European Commission's DG XXIII, Eurostat has taken on 
the task of testing within volunteer Member States a new concept of subcontracting and of 
evaluating its importance and characteristics. 
New industrial subcontracting in Europe presents the results of Eurostat's pilot statistical 
exercise in which four sectors were the subject of surveys or studies: 




For each sector, a study was made of the importance of subcontracting 
within the purchases of main contractors, the importance of 
subcontracting sales within the subcontractors' turnover figures, the 
geographical extent of subcontracting transactions, and finally the 
main characteristics of the links established between main 
contractors and subcontractors (existence of contracts, supply of 
materials, cooperation in research and development, etc). 
The measurements that were carried out within this pilot exercise, using harmonised 
methodology and concepts, contribute today to a better understanding of the organisation of 
industrial relationships which underpin four essential sectors of the European economy. 
The publication is available in French and English. 
Catalogue number in French, CA-01 -96-1 39-FR-C; in English, CA-01-96-1 39-EN-C. 
Price: 19 ECU. 
Please see the list of sales offices at the end of the publication. 
Latest outlook 
Business cycle at a glance 
Short-term indicators 
produc t ion index 
expected output index 
producer pr ice index 
emp loyment index 
the const ruct ion sector 
capaci ty ut i l isat ion 
fo re ign t rade indices 
14 
15 
Latest ou t look - total industry 
Q MOMll iY I 'ANORV.IA Ol I'l.Rol-i ■■·. l-.h; ι-■ - J-
Business cycle at a glance 
T a b l e 2 . 1 
Business cycle at a 
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F igu re 2 .1 
Industrial production 
for the main 
industrial groupings: 
growth rate, 
year on year 
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Product ion index (seasonally adjusted) 
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Industrial production: 
indices 



































































































































































Tab le 2 .3 
r Λ 
Industrial production 
for the main 
industrial groupings: 
indices 
(1990 = 100) 
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Latest outlook ­ total industry 
Production index (trend cycle) 





Figure 2 .2 
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Latest ou t look - total industry 
Product ion index (work ing day adjusted) 
F i g u r e 2 . 3 
Industrial production 
for total industry: 
growth rate, three 
months compared to 
the same three 
months of the 
previous year, 
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F i g u r e 2 . 4 
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Β F u r t h e r i n f o r m a t i o n - t h e p r o d u c t i o n ind ex: 
The index of production aims to measure changes in volume (at constant prices) of gross value added created 
by a given activity, the activity indices being aggregated (like the aggregation at Community level) by means of 
a system of weighting according to gross value added at factor cost. Since the monthly evolution of value added 
can not be measured, as an approximation, product output or deflated turnover is used. 
The indices of production are adjusted in two stages. Firstly, account is taken of the variation in the number of 
working days in the month. The national Statistical Offices provide Eurostat with these series (except Denmark, 
France and Spain). Secondly, for EU-15 and most of the Member States a correction is made using seasonal 
adjustment with TRAMO / SEATS, a method developed by Professor Maravall and V.Gomez. For France, 
Finland, Sweden and the United Kingdom, the indices are adjusted by the national statistical offices themselves. 
For Germany, the trend and seasonally adjusted figures are calculated by the German NSO. 
Full methodological notes may be found on page 73. 
m 
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i F u r t h e r i n f o r m a t i o n - e x p e c t e d o u t p u t i n d e x : 
The Expected Output Index (EOI) links several aspects of information from qualitative business opinion surveys 
(questions on order books and questions on production expectations) with the index of industrial production. 
As the data from the business opinion surveys are available earlier and lead the evolution of industrial produc­
tion, they can be used to compute a short-term estimate of the production index. 
A multiple regression is run, using the growth rate of the industrial production lagged with values of the busi­
ness opinion survey data. The result of this regression is "integrated" from a growth rate to an evolution, and 
after that the trend cycle is calculated for a clearer interpretation of the results. 
Details of the estimation method can be found in a more thorough article that was published in Special Edition 
5/97 of the Monthly Panorama of the European Industry. 
Full methodological notes may be found on page 73. 
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The index of domestic producer prices shows (in the national currency of the Member State in question) changes 
in the ex­works selling prices of all products sold on the domestic market. Since we deal with producer prices, 
imports are not included in these price indices. The Community indices (EU­14, since there are no producer 
price indices for Austria yet) refer to overall weighted price changes. Producer price indices are not seasonally 
adjusted. The system used for the collection of export price indices is a duplicate of the model for domestic pro­
ducer price indices. 
Full methodological notes may be found on page 73. 
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i F u r t h e r i n f o r m a t i o n - e m p l o y m e n t , c o n s t r u c t i o n a n d t r a d e i n d i c e s : 
Figures showing the number of persons employed include all persons employed by the firm (manual workers 
and salaried employees on the firm's payroll) plus the self-employed. 
For the construction activity there are some very specific variables: for details of these please refer to the Eurostat 
publication "Methodology of Industrial Short-term Indicators" - CA-97-96-079-EN-C. 
For the indices of imports and exports, foreign trade data of industrial products (following the nomenclature of 
the Harmonised System) were grouped according to the industrial NACE Rev.1 activity to which they belong. 
This grouping of products causes inevitably certain inaccuracies which can reduce the reliability of these 
foreign trade series. The indices for EU-15 refer only to extra-Union trade, the indices for Member States reflect 
also intra-Union trade. 
Full methodological notes may be found on page 73. 
50 m 
eurostat 
E l e c t r i c a l m a c h i n e r y 
Commentary 5 2 
Structural indicators 5 8 
value-added, production, employment and labour costs 
External trade 6 0 
extra EU-15 exports and extra EU-15 imports 
Short-term indicators 6 1 
production index, producer prices, capacity utilisation and foreign trade indices 
-
3 Elec t r i ca l m a c h i n e r y 
Description of the NACE Rev.1 
groups in division 31: 
31.1 : manufacture of electric motors, 
generators and transformers; 
31.2: manufacture of electricity 
distribution and control 
apparatus; 
31.3: manufacture of insulated 
wire and cable; 
31.4: manufacture of accumulators, 
primary cells and primary 
batteries; 
31.5: manufacture of lighting 
equipment and electric lamps; 
31.6: manufacture of electrical 
equipment n.e.c. 
Breakdown of the electrical machinery industry by activity 
The following activities make-up the electrical machinery and apparatus industry for 
NACE Rev.1 activity 31 : electronic motors, generators and transformers (accounting 
for a 14% share in 1996 of EU-15 production in current prices for the whole of NACE 
Rev.1 31), electricity distribution and control apparatus (41%), insulated wires and 
cables (11 %), accumulators, primary cells and primary batteries (4%), lighting equip-
ment and electric lamps (8%), electrical equipment n.e.c. (22%). 
The electrical machinery industry accounted for 4.4% of EU-15 manufacturing pro-
duction in current prices in 1996, whilst in Japan and the USA the shares were 5.2% 
and 2.9% respectively. In the last six years (1990-1996), American production 
passed from 48% to 56% of the European total. In the meantime, Japan's share grew 
by 11 percentage points to 82% of the European figure. 
Data marked with this symbol is 
(¡¡¿J available on the diskette -
for further details see page 72 
Enquiries regarding the purchase of 
data should be directed to: 
Eurostat Data-Shop 
4, rue Alphonse Weicker 
L - 2014 Luxembourg 
tel: (352)4335 2251 
fax: (352) 4335 22221 
e-mai I : agnesn@eurostat.datashop. I u 
Rhythm of growth of European production is slowing down 
since the summer of 1997 
In November 1997, the three-month on three-month growth rate of the production 
trend index for electrical machinery and apparatus equalled 0.9% in EU-15. This is 
the lowest growth rate (together with data for October, 0.7%) since May 1997. The 
largest growth since February 1995 was recorded in July 1997, equal to 2.4%. 
Despite a slowdown in growth, the production index has continued to rise. 
Production increased in September-November compared to June-August in all the 
major producing countries, except the United Kingdom where it decreased by 0.4%. 
November was the fourth consecutive month of decline in the British production 
index, August having seen growth equal to -0.3 per cent. Since May 1996, growth in 
the United Kingdom has only been positive between May and July of 1997, the most 
serious period of decline was in the autumn of 1996 with quarterly growth rates infe-
rior to-2.0%. 
The situation in Germany displayed a different trend: as the production index 
showed an improvement from zero per cent in January 1997 to 2.4% by November 
1997. Quarterly growth rates overtook 2.0% during the summer and have remained 
above that rate since. 
: eurostat 
Electrical machinery - nace rev.1 31 
Product ion & act iv i ty breakdown 
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Since June 1997, production has evolved at a rela­
tively constant rate in France, recording growth 
rates of just under 1.0%. However, before June 
1997, the evolution of the three-month on three-
month growth rate was somewhat erratic. France 
went through a period of declining output between 
May 1995 and May 1996 (a year without any posi­
tive developments). However, since June 1997, 
growth rates have been around the one per cent 
level - the latest figure equal to 0.9% in November 
1997. 
Although the spring of 1997 was expansive for 
Italian production of electrical machinery (with 
growth rates between 1.5% and 3.0%), the rhythm 
of growth has slowed down since. However, Italian 
output maintained a positive evolution. Growth 
rates declined between May 1997 and October 
1997, from 3.0% to only 0.6%. Data for November 
1997 saw a slight recovery in the rate of growth of 
activity, with growth of 0.9%. 
Finally, Swedish production experienced a slow­
down from August 1997 onwards, with production 
growth reduced from 1.6% to 1.0% by October 
1997. 
European producer prices increased 
by 0 .7% between November 1996 
and November 1997 
The lowest inflation rate of recent months was 
reached in the spring of 1997, with only 0 . 1 % infla­
tion being recorded in April and May 1997. Year-
on-year inflation in the electrical machinery indus­
try equalled 0.5% in November 1997 for EU-15. 
From August 1996 inflation had been lower, but 
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The German inflation has been below 0.5% for 
more than one year and Germany even experi-
enced deflation during April and May 1997, with 
respective rates of - 0 . 1 % and -0.2%. Since June 
1997, German producer prices were seen to be 
increasing but at low levels, with year-on-year 
growth of prices equal to 0.4% in the early autumn 
and 0.2% in November 1997. 
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France experienced a low rate of expansion of 
prices for the latest four months for which data was 
available (August to November 1997). From June 
1996 to July 1997, the level of prices in France was 
in decline. The largest reduction was recorded in 
January 1997, year-on-year changes of -1 .2%. 
Although inflation has slowed down in the United 
Kingdom since the beginning of 1995, the trend of 
producer price developments in the United 
Kingdom was markedly different from that seen in 
the other Member States. Indeed, the inflation rate 
remained equal to or above 1.0% during the whole 
of 1997, with the exception of July (when growth of 
0.4% was recorded). This figure was bordered by 
1.8% and 1.6% growth in June and August 1997. 
By November, the United Kingdom was recording 
expansion of 0.9% in producer prices, representing 
a 0.2 percentage point loss compared to the month 
before. 
Finally, in Spain, Sweden and Italy (for November 
1997), the fol lowing inflation rates were recorded 
(0.9%, 0.2% and 0 . 1 % respectively). Among these 
three countries, only Italy experienced deflation 
during any month of 1997. 
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EU production fell by 0.8% in 1996 
Production in constant prices in the EU grew by 
6.6% between 1990 and 1996 (1 .1% as an annual 
average). In 1996, the annual growth rate was neg­
ative (­0.8%). 1993 was the low­point of recent 
years for EU­15 production, in current as well as in 
real terms. This recession was not evident in either 
the USA or Japan. Indeed, between 1990 and 1996, 
US production increased by 3.8% (annual average 
growth) whilst in Japan the corresponding figure 
was 4.0%. Production growth increased in 1996 in 
the USA and Japan, with real output rising by 4.0% 
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The largest producer of the EU, Germany, regis­
tered a real annual increase in 1996 of 0.6%. 
Average annual growth in Germany over the first 
six years of the 90s was however equal to only 
0.2%. In 1996, production (in real terms) increased 
by 2 . 1 % in the United Kingdom and by 2.8% in 
Spain, but fell by 1.3% in France. In the past six 
years, real production rose both in Spain (6.7%, 
annual average growth) and France (4.1 %), whilst it 
decreased by 1.1% per annum in the United 
Kingdom. 
Germany appears to be the country 
the most specialised in the EU 
As a measure of specialisation, we can look at the 
share of electrical production in total manufactur­
ing output. Germany was the largest producer of 
electrical machinery in 1996 with a share of 7.3% 
of total manufacturing. The less specialised coun­
tries, with shares in total manufacturing lower than 
those of the EU (4.4%) were: the Netherlands 
(1.7%) and Finland (2.0%). 
The main feature of the electrical machinery and 
apparatus industry is that there are a number of very 
large firms operating world­wide in virtually all 
product segments, together with a large number of 
small and medium­sized enterprises. The most 
important firms in Europe are: Siemens (D), Philips 
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Lighting equipment and electric lamps 
Looking at the evolution of the manufacture of 
lighting equipment and electric lamps (NACE Rev.1 
31.5 ­ the only 3­digit Nace for which EU­15 con­
stant price series are available), the EU recorded 
real growth equal to 3.5% over the last six years ­
an annual average of 0.6%. In 1996 the annual rate 
of change of the EU revealed a slight slowdown 
(­0.1 %) after two years of increasing production lev­
els (+4 .7% in 1994 and +8.3% in 1995). Germany 
was again the largest producer: however, the out­
put share fell by 2.2 percentage points during the 
six year period to 32.7% of EU­15 current produc­
tion. 
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Foreign trade 
Figure 3.7 
Share of European 
exports to the rest of 
the world, 
1996 
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The electrical machinery industry 
employs 1.3 million workers in 1996 
In 1996, the number of persons employed in the 
electrical machinery and apparatus industry record­
ed a decline of 1.6% with respect to the year 
before. When looking at the period 1990­96, the 
reduction in the number of persons employed was 
equal to ­15.6% (­2.8% as an annual average). The 
number of persons employed in the EU was 1.3 
mill ion in 1996, of which 43.5% were in Germany, 
16.3% in the United Kingdom, 12.3% in France 
and 9.8% in Italy. 
From 1990 to 1996 only Portugal (24.3%), Ireland 
(15.9%), France (8.5%) and the Netherlands (5.3%) 
experienced gains in the number of persons 
employed. These figures corresponded to annual 
average gains of 3.7%, 2.5%, 1.4% and 0.9% 
respectively. Portugal, the United Kingdom and 
Ireland showed the fastest annual growth rates for 
employment in 1996, with the fol lowing percent­
age increases: 10.2%, 9 . 1 % , and 5.9% respective­
ly. On the other hand, Germany and Austria saw 
their workforces decline by 5.3% and 12.4%. 
Comparisons with Japan and the USA show that 
these two countries accounted for 45.6% and 
51.3% of European employment levels in 1996. 
Between 1990 and 1996, Japanese and US employ­
ment figures revealed annual average reductions of 
2.5% and 0.2% respectively. 
For more details, please contact: Angelo Montani 
tel: (352) 42 66 40 524 
fax: (352) 42 66 40 520 
e­mail: xosa091@nopc.eurostat.cec.be 
F igu re 3 .8 
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Share of European 
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Enterprises in Europe: 
fourth report 
This is α biennial publication produced by Eurostat in co-operation 
with DG XXIII of the European Commission. 
There were around 16 mill ion small and medium-sized 
enterprises (SMEs) in 1992 in the countries of EU-15, 
employing more than 100 mill ion people. 
The publication contains several parts which present the information 
that has been gathered by Eurostat. Each has been designed to facilitate 
the rapid acquisition of the facts. The interested reader 
may turn to detailed country or sectoral information. Besides this infor­
mation, an update of the whole SME database will be published on 
CD-Rom in the first half of 1998. Eurostat Data-Shops also have the 
most recent data and can make user-specific extractions suited to 
customers' needs. 
The paper publication is broken down into the following sections: 
Part 1 : main information on European enterprises; 
Part 2: specific analyses, such as enterprise creation, the 
innovative behaviour of SMEs or regional analyses; 
Parts 3 & 4: sectoral and country analyses. 
The sources used are normally existing business registers in the 
European countries. The following economic indicators are provided: 
employment, turnover and sometimes value added and labour costs. 
Enquiries regarding the purchase 
of data should be directed to: 
Eurostat Data-Shop 
4, rue Alphonse Weicker 
L - 2014 Luxembourg 
tel: (352) 4335 2251 
fax: (352) 4335 22221 
e-mail: agnesn@eurostat.datashop.lu 
An order form may be found 
at the back of this publication 
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Number of persons employed & labour costs 
1992 t /1-1 (%) 1993 t / t -1 (%) 1994 t /1-1 (%) 1995 t / t -1 (%) 1996 t / t -1 (%) Table 3.3 
EU-15 1,410,506 
IRI 























































































































































S o u r c e : eurostat 
1991 t / t -1 (%) 1992 t / t -1 (%) 1993 t / t -1 (%) 1994 t /1-1 (%) 1995 t / t -1 (%) Table 3.4 
EU-15 
IRL 
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Table 3 .6 1992 t / t ­ 1 (%) 1993 t / t ­ 1 (%) 1994 t / t ­ 1 (%) 1995 t / t ­ 1 (%) 1996 t / t ­ 1 (%) 
Extra EU­15 
i m ports 
(million ECU) 
c U S 
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Figure 3.9 
EU­1 5 p roduc t i on 
a n d p roducer 
pr ice indices 
( 1 9 9 0 = 100) 
Production index 
Producer price index 
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Latest 3 months 
available 
Production index 
t / t ­ 1 t / t ­ 4 
Latest month 
available 
Producer price index 

















































































































a n d p roducer 
pr ice indices: 





S o u r c e : eurostat 
mä 
eurostat θ 
MONTHLY PANORAMA OF EUROPEAN INDUSTRY J-
Electrical machinery - nace rev.1 31 
Product ion & producer pr ice indices 
Figure 3.10 20.0 
Production and 
producer price 
indices: growth rate, 
three months 
compared to the 
same three months of 
the previous year, 
09-97 to 11-97 
(%) 
Production Β 










(1990 = 100) 
Electric motors, generators 
and transformers 
Electricity distribution and 
control apparatus 
Insulated wire and cable 
Accumulators, primary cells 
and primary batteries 
Lighting and lamps 
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Production and 
producer price 
indices: growth rate, 
three months 
compared to the 
same three months of 
the previous year 
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Producer price index 
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Product ion & producer pr ice indices 
Figure 3.12 
I r e l a n d I tal ia 
Production and 
producer price 
indices: growth rate, 
three months 
compared to the 
same three months of 
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p roduce r pr ice 
indices: g r o w t h rate, 
th ree months 
c o m p a r e d to the 
same three months of 
the prev ious year 
(%) 
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F u r t h e r i n f o r m a t i o n - t h e p r o d u c t i o n a n d p r o d u c e r p r i c e i n d i c e s 
The indices of production are adjusted in two stages. Firstly, account is taken of the variation in the number of 
working days in the month. The national Statistical Offices provide Eurostat with these series (except Denmark, 
France and Spain). Secondly, for EU-15 and most of the Member States a correction is made using seasonal 
adjustment with TRAMO / SEATS, a method developed by Professor Maravall and V. Gomez. For France, 
Finland, Sweden and the United Kingdom, the indices are adjusted by the national statistical offices themselves. 
For Germany, the trend and seasonally adjusted figures are calculated by the German NSO. 
The index of producer prices shows (in the national currency of the Member State in question) changes in the 
ex-works selling prices of all products sold on the domestic market. Since we deal with producer prices, imports 
are not included in these price indices. Producer price indices are not seasonally adjusted. 
Full methodological notes may be found on page 73. 
Production index 
Producer price index 
ΓΉ771 
S o u r c e : eurostat 
eurostat 
© 
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S o u r c e : D G 
Business Survey 
Growth rate: 
latest month, t / t -12 (%) 
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t rade indices 
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Export value index 
Import value index 
Terms of trade 
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Foreign t r ade indices 
in ECU te rms : 
g row th rate, three 
months c o m p a r e d to 
the same three 
months of the 
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Export value I 
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Foreign trade indices (trend cycle) 
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Foreign trade indices (trend cycle) 
Figure 3.16 
Foreign trade indices 
in ECU terms 
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U n i t ed K i n g d o m 
Figure 3.16 
Foreign trade indices 
in ECU terms 
(1990 = 100) 
10-95 04-96 10-96 04-97 10-97 
Export value index 
Import value index 
I 3 F u r t h e r i n f o r m a t i o n - t h e f o r e i g n t r a d e i n d i c e s : 
For the indices of imports and exports, foreign trade data of industrial products (following the nomenclature of 
the Harmonised System) were grouped according to the industrial NACE Rev.1 activity to which they belong. 
This grouping of products causes inevitably certain inaccuracies which can reduce the reliability of these for-
eign trade series. The indices for EU-15 refer only to extra-Union trade, the indices for Member States reflect 
also intra-Union trade. 
For more extensive details of the methodology of short-term indicators please refer to the Eurostat publication 
"Methodology of Industrial Short-term Indicators" - CA-97-96-079-EN-C. 
Full methodological notes for this publication may be found on page 73. 
Terms of trade 




The files on the diskette are broken down 
by industrial branch. Each file contains all 
countries and indicators for a particular 
industry. The files have the fol lowing for­
mat: country, indicator, branch, periodicity, 
datatype, flag, data, 
e.g. EF;PROD;FJ0020;M;S;*;85.14164... 
Step by step guide to using the data on the diskette: 
L C o p y the file MPEI1.EXE (English number format) or 
MPEI2.EXE (continental European number format) from the 
diskette to a directory on your hard disk (usually C:\....). 
2. If in WINDOWS, switch to the File Manager and 
double­click on the file. The files wi l l self­extract them­
selves (into the directory from which the program is run). 
You may need to perform W I N D O W ­REFRESH < F 5 > to 
see the files once the procedure has finished. 
3. If in DOS move to the directory you placed the file in 
(for example, C:\DATA > ) and then type the name of the 
file (MPEI1.EXE or MPEI2.EXE) and press <ENTER>, the 
files wi l l self­extract and be placed in the same directory as 
the .EXE file. 
4. The files are simple, plain text files, with the .TXT exten­
sion. The files are semi­colon separated (;) and use speech 
marks as a delimiter. 
5. It should be easy to import/open the data­files into any 
standard spreadsheet or database package. 
6. There is a file for each branch available at the NACE 
2­digit level, codes are given in the README.TXT file sup­
plied on the diskette. 
7. Furthermore, there are two files called STRUCT1.EXE 
(English number format) and STRUCT2.EXE (continental 
European number format) with the structural data, for the 
industry covered in section 3 of the publication. It is also 
detailed in the README.TXT file. 
If you would like to receive the data by e­mail as soon as 
it is extracted, please send a message to Raffaella Turci 



















Total Industry excluding Construction 
Intermediate Goods Industry 
Capital Goods Industry 
Durable Consumer Goods Industry 
Non­Durable Consumer Goods Industry 
Mining of Coal and Lignite; Extraction of Peat 
Extraction of Crude Petroleum and Natural Gas; 
Service Activities Incidental to Oil and Gas 
Extraction, excluding Surveying 
Mining of Uranium and Thorium Ores 
Food and Drink Industry 
Tobacco 
Manufacture of Textiles 
Clothing Industry 
Leather and Shoe Industry 
Manufacture of Wood and Products of Wood 
Paper Industry 
Publishing, Printing, Reproduction of 
Recorded Media 
Manufacture of Coke, Refined Petroleum 
Products, Nuclear Fuel 
B2400 Chemical Industry 
B2500 Manufacture of Rubber and Plastic Products 
B2600 Manufacture of other Non­Metallic 
Mineral Products 
B2700 Manufacture of Basic Metals 
B2800 Manufacture of Fabricated Metal Products 
B2900 Mechanical Engineering 
B3000 Manufacture of Office Machinery, Computers 
B3100 Manufacture of Electrical Machinery 
B3200 Manufacture of Radio, TV and 
Communication Equipment 
B3300 Manufacture of Medical, Precision and 
Optical Instruments 
B3400 Manufacture of Motor Vehicles 
B3500 Manufacture of Other Transport Equipment 
B3600 Manufacture of Furniture; Manufacturing not 
elsewhere classified 
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Industry classification system 
The economic activities used in this publication are 
defined in the revised Classification of Economic 
Activities wi th in the European Communities, NACE 
Rev.1. This classification was laid down in a Council 
Regulation in 1990 (OJ L293 24th October 1990). It 
should be noted that many series before 1990 and a large 
amount of annual data even between 1990 and now had 
to be converted from the old classification NACE 1970. 
This estimation process can reduce the reliability of the 
data. 
Main industrial groupings that are used in Section 2 of this 
publication have the fol lowing definitions in terms of 
NACE Rev.1. 
Total industry 
C + D + E, 
i.e. mining, manufacturing and energy supply 
Intermediate goods industries 
13.1, 13.2, 14.1­14.5, 15.6, 15.7, 17.1­17.3, 
20.1­20.5, 21 .1 , 21.2, 24.1­24.3, 24.6, 24.7, 
25.1, 25.2, 26.1­26.8, 27.1­27.5, 28.4­28.7, 
31.2­31.6, 32 .1 , 34.3, 37.1 , 37.2 
Capital goods industries 
28.1­28.3, 29.1­29.6, 30.0, 31 .1 , 32.2, 33.1­33.3, 34.1 , 
34.2, 35.1­35.3 
Statistical sources 
Most of the data in this publication is harmonised data 
supplied to Eurostat by the EU Member States. The excep­
tions are: 
1) the capacity utilisation series which come from the 
business surveys carried out on behalf of the Directorate 
General for Economic Affairs of the Commission (DG II); 
2) the estimates for the latest years' structural data, which 
are supplied by sub­contractors to Eurostat; 
3) the data for the USA and Japan, which are supplied by 
the OECD. 
Every effort has been made to include data for the EU­15 
Member States. The indices from 1991 onwards are on a 
post­unification basis and include East­Germany. 
Short term indicators 
The index of production measures changes in the volume 
of the gross value added created by industry, the branch 
indices being aggregated by means of a system of weight­
ing according to gross value added at factor cost. The 
indices are adjusted to take account of the varying num­
ber of working days in the month. 
The index of producer prices shows (in national curren­
cies) the changes in the ex­works selling prices of all prod­
ucts sold on the domestic markets of the various coun­
tries. The EU indices refer to overall weighted price 
changes. There are not yet indices for Austria. No season­
al adjustment is carried out on these indices. 
Durable consumer goods industries 
29.7, 32.3, 33.4, 33.5, 35.4, 35.5, 36.1­36.3 
Non-durable consumer goods industries 
15.1­15.5, 15.8­16.0, 17.4­17.7, 18.1­18.3, 19.1­19.3, 
22.1­22.3, 24.4, 24.5, 36.4­36.6 
If Member States dispose of more detailed data series at 
the 4 digit level of NACE Rev.1, a more elaborate defini­
tion at this level of disaggregation is used. 
Sometimes statistics are collected at the product level. 
This may be the case for prices, production, imports and 
exports. Thus, data is not strictly speaking fol lowing an 
activity classification (NACE Rev.1) but a product classifi­
cation (Classification of Products by Activity "CPA"). CPA, 
was laid down in a Council Regulation in 1993. It is a six 
digit classification which for the 2­digit, 3­digit and 4­digit 
level is identical to NACE Rev.1 in its coding. 
For the indices of imports and exports, external trade data 
of 9,000 industrial products were grouped according to 
the industrial NACE Rev.1 activity to which they belong. 
This grouping can cause certain inaccuracies in the data, 
which may reduce the reliability of foreign trade series. 
0 mä 
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The value indices are all in ECU terms. The indices for the 
EU refer only to extra­Union trade, the indices for 
Member States reflect also intra­Union trade. 
For further details of the methodology employed, please 
refer to the Eurostat publication "Methodology of 
Industrial Short-term Indicators" CA-97-96-079-EN-C. 
Seasonal adjustment 
All series, except prices and capacity utilisation, are sea­
sonally adjusted with TRAMO / SEATS, a method devel­
oped by Professor Maravall and V. Gomez. For France, 
Finland, Sweden and the United Kingdom the indices are 
seasonally adjusted by the national statistical office. For 
Germany, the trend and seasonally adjusted figures for the 
production index are calculated by the national statistical 
office. Otherwise, Eurostat calculates the trend cycle, i.e. 
seasonally adjusted series, where additionally the irregu­
lar fluctuations have been excluded (using the program 
TRAMO / SEATS). 
G r o w t h rates 
The changes which are given in the tables show three dif­
ferent growth rates. The first being for the latest three 
months data compared to the previous three months data 
­ here the trend cycle is used. The second growth rate is 
for the latest three months data compared to the same 
three months of the previous year ­ here a series only 
adjusted for the number of working days is used. The third 
is a year on year growth rate for a particular month ­ here 
gross data for prices is used. Estimates are sometimes 
made to create a EU­15 total. 
Graphs 
The line graphs show the trend cycle. The bar graphs 
show the annual growth of the index, using a working day 
adjusted series. For Member States where just one month 
is missing (and not more), this missing value was 
estimated in order to bring the growth rate for all Member 
States up to the same date. This estimation is indicated by 
* * in the graph. 
Structural data 
Data for structural statistics are in current ECU unless oth­
erwise stated. Data for value added at factor cost, produc­
tion, labour costs and employment come from annual 
enquiries conducted by Member States involving all 
enterprises with 20 or more employees. The exceptions to 
this are Spain (local units of all sizes), Portugal (enterpris­
es with 10 or more employees) and Finland (establish­
ments employing 5 or more persons). The employment 
data relates to the number of persons employed, exclud­
ing home workers. 
Estimates are not supplied to Eurostat by Member States 
for the smaller firms not covered by the enquiries, and 
hence the figures under­report the actual values. In certain 
industries this may be a serious problem in the interpreta­
tion of series, especially when comparing with other 
industries. 
Gaps in Eurostat's data have been filled by estimates sup­
plied by sub­contractors to Eurostat. Thus, EU­15 totals 
often contain estimates for missing countries. Estimates 
are shown in bold. Attention should be drawn to the fact 
that the data has switched to the NACE Rev.1 classifica­
t ion, this may result in revisions of data being made in the 
medium­term. 
Annual foreign trade data comes from the COMEXT 
database. Statistical régime 4 (total trade) is used. 
Signs and abbreviations 
B / L Belgo­Luxembourg Economic Union 
ECU European currency unit 
TRIAD EU­15, Japan and the USA 
Billion thousand mil l ion 
* not available (in graphs) 
: not available (in tables) 
estimation (in graphs) 
data in bold estimation (in tables) 
1990 = 100 reference year 
For more information on methodology, please contact 
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For more information: 
The synthesis of these results aggregated 
at Community level can be found in 
"New Industrial Subcontracting in 
Europe ­ initial results using an updated 
definition" ­ Office for Official 
Publications of the European 
Communities ­ 1 997 ­ Luxembourg ­
Catalogue No. CA­01­96­139­EN­C 
Surveys carried out by: 
Β ­ Fabrimétal 
(carried out in 1995, contractors 
and sub­contractors) 
D ­ Scientific Consulting 
(carried out in 1995, contractors 
and sub­contractors) 
E ­ IMPI/CEAM 
(carried out in 1995, contractors 
and sub­contractors) 
F ­ SESSI 
(carried out in 1994, large contractors) 
NL­CBS 
(carried out in 1994, Philips and its 
sub­contractors) 
UK ­ Clarendon Consultants 
(carried out in 1995, contractors 
and sub­contractors) 
Introduction 
This project aims to meet the information requirements of economic operators who 
wish to obtain information on trends in subcontracting markets, and the 
Commission, which seeks to monitor and assess the actions it carries out in order 
assist the development of transnational subcontracting within the internal market and 
to non­EU countries. 
Pilot surveys were conducted in 10 voluntary Member States to test a new har­
monised definition of subcontracting, to measure its economic significance and to 
attempt to characterise industrial relations between subcontractors and contractors in 
three sectors of the economy (automobile, electronics, textiles / clothing). The sur­
veys were conducted either by the National Statistical Institutes themselves or by pri­
vate consultants. 
For the electronics sector, a total of six EU countries were involved: Belgium, Spain, 
France, Germany, the Netherlands and the United Kingdom. All the surveys used a 
common definition and list of questions supplied by Eurostat, thus making it possi­
ble to obtain information which was comparable between countries. Two countries 
stand out because they interviewed a more specific population of enterprises: 
* France, which only interviewed a few large contractors (and, in a parallel multi­
sectoral national survey, tested a new concept of industrial partnership); 
* and the Netherlands, which only interviewed one contractor (Philips) and its 
subcontractors. 
The other countries surveyed a sample of enterprises which might have industrial 
relations with the sector. 
φ 
The general definition of subcontracting adopted for this exercise was as follows. A 
subcontracting relationship exists whenever: 
* the contractor is involved in designing the product by providing the producer 
with all or part of the specifications, which may range from detailed technical 
drawings to broader specifications, and 
* the contractor is responsible for selling the product: 
the supplier is not authorised to sell the product developed in this way to 
other customers before the exclusivity agreement expires, and / or 
the item of goods bears the contractor's trademark once it has been incorpo­
rated within the product. 
mi 
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For the survey of contractors, the intention was to 
ask respondents to provide information on subcon­
tracting for their group as a whole, but this turned 
out to be very difficult in practice and some groups 
were interviewed in several different countries. 
There was, however, one exception to this: the 
Philips group in the Netherlands, which made 
every attempt to centralise the information provid­
ed for the group. 
Finally, since each country adapted the survey and 
questionnaires to its own fields of interest and spe­
cific national characteristics, the analysis of the 
answers to a specific question is not always based 
on all of the countries which took part in these sur­
veys. 
Characterisation of contractors 
Contractors in Germany are much larger than those 
in other countries (with the exception of Philips in 
the Netherlands). 
In the United Kingdom, the largest contractors did 
not reply to the survey, which explains why the 
staff and turnover figures are so low for the United 
Kingdom. 
Only three countries surveyed contractors from the 
electronic components manufacturing sector. The 
number of respondents in the United Kingdom was 
very low, making it impossible to provide repre­
sentative results. 
THE CONTRACTORS' V IEWPOINT 
Survey methodo logy 
The contractors interviewed during these surveys 
were selected from the available sectoral files on 
enterprises. The only responses selected were those 
from contractors in the electronics sector. The sur­
veys did, however, show that some enterprises clas­
sified in the "services" sector (particularly com­
merce) are also contractors in the electronics sector. 
All the countries carried out individual interviews 
with their largest contractors and posted out a ques­
tionnaire to other potential contractors in the sec­
tor. The response rates fluctuated somewhat 
between the different countries, but were generally 
sufficiently high to enable two sub-sectors to be 
identified: manufacturers of electronic apparatus 
and manufacturers of electronic components. 
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Number 








2,495 22,620 335 - 27,600 1,470 
Characteristics 
of contractors 
for NACE Rev.1 
3 2 . 2 and 3 2 . 3 
1) the results for Spain include 
2 contractors who are not 
from NACE Rev.1 32.2 or 32.3 
[37Ά 
S o u r c e : crosta! 
With Philips being the only contractor interviewed 
in the Netherlands, results for contractors in the 
Netherlands appear in only some of the tables, as 
only the non-confidential information could be 
included. 
eurostat 0 
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Characteristics 
of contractors for 
NACE Rev.1 32.1 
SS 
S 0 U r C 6 : eurostat 
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Subcontracting as 




1) Dutch branch of Philips 
only and excluding intra­group 
purchases 
S o u re.· s a 
Γ C Θ ! eurostat 




NACE Rev.1 32.2 
and 32.3 (%) 
1) for the Philips group, 
excluding subcontracting 
purchases within the group 
Number 
Staff 


























(32.2 and 32.3) 6 42 30 12 49 
Total 48 29 12 41 
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Importance of subcontracting 
in purchases by contractors 
The results obtained from the French survey are not 
sufficiently detailed to allow summary figures to be 
given in the table below. 
On average, subcontracting purchases make up 
more or less the same proportion of total purchases 
by contractors in Germany and the United 
Kingdom. In Spain, on the other hand, the figure is 
a little lower. The very low proportion recorded in 
Belgium is due to the fact that the enterprises sur­
veyed were often subsidiaries of foreign groups 
(German, Dutch, etc.) which did not carry out the 
whole of the production process. 
The information for the Netherlands only refers to 
Philip's Dutch subsidiary and only external pur­
chases by the group were taken into consideration. 
The proportion for subcontracting (12%) seems 
very low compared to the results for other coun­
tries. 
Geographical breakdown of 
subcontracting purchases 
The questionnaires drawn up by each country did 
not use the same geographical breakdown. The 
tables below are therefore the result of a compro­
mise between the different analyses produced by 
the surveys. No geographical breakdown was pro­
vided by France. 
The majority of subcontracting purchases are from 
enterprises in the European Union, although extra­
EU purchases do make up a relatively large share of 
the total in Belgium, Germany and the United 
Kingdom in particular. 
In the case of the Netherlands, or to be more pre­
cise the Philips group, the situation is unique, as the 
results only cover subcontracting purchases from 
outside the group. The proportion of national pur­
80 mä 
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chases is therefore very high (80%) at the expense 
of extra­EU purchases (6%). 
The geographical breakdown of subcontracting 
purchases by components manufacturers seems to 
show a higher proportion of national purchases 
than is the case for manufacturers of electronic 
































NACE Rev.1 32.1 
(%) 
S o u r c e : LuTLiJ 
Sectoral b reakdown of 
subcon t rac t ing purchases 
The contractors broke down their subcontracting 
purchases by the sector of activity of their subcon­
tractors. When this was not known, the purchases 
in question were placed under the "no breakdown" 
heading. 
Manufacturers of electronic apparatus seem to 
make use of subcontracting in very specific sectors: 
the electronics sector in the manufacturing of com­
ponents (mainly in Germany), the manufacture of 
electrical machinery and apparatus and of metal 
products (mainly in Spain). 
Contractors in the manufacture of electronic com­
ponents sector gave a very wide range of answers 
regarding the sectoral breakdown of their subcon­
tracting purchases. 
NACE Rev.1 
21 : Paper and paperboard 
industry 
25: Rubber and plastics 
industry 
27: Basic metals 
28: Manufacture of fabricated 
metal products 
31 : Manufacture of electrical 



















32: Manufacture of radio, 
television and communication 
equipment 
33: Manufacture of medical, 
precision and optical 
instruments, watches and 
clocks 
81 33 

















NACE Rev.1 32.2 
and 32.3, by 
subcontractor's 
sector of activity 
(%) 
S o u r c e : LuXJ 
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NACE Rev.1 
25: Rubber and plastics 
industry 
26: Manufacture of other non­
metallic mineral products 
27: Basic metals 
28: Manufacture of fabricated 
metal products 
31: Manufacture of electrical 
machinery and apparatus 
32: Manufacture of radio, 
television and communication 
equipment 


































Why and how is subcontracting used? 
Contractors were asked about the reasons why they 
made use of subcontractors and the sources of 
information and criteria they used in selecting 
them. 
For each question they were asked to rank the dif­
ferent headings suggested, in order of most impor­
tant to least important. A national classification of 
the reasons suggested was then drawn up from their 
answers and the average ranking calculated for 
each reason. 
Each country proposed the same list of reasons for 
subcontracting, with the exception of Belgium 
which replaced the heading "access to specialist 
know­how" with "concentration on main activity". 
Reasons given by 
contractors for 
subcontracting 
(1 =most important) 
O O U r C e : eurostat 
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Sources of 
information used 
to find a 
subcontractor 
(1 =most important) 






Access to specialist 
know­how 









































S o u r c e : eurostat 
Professional contacts 
Trade fairs and exhibitions 
Magazines and journals 
Trade federations 
Chambers of commerce 





































Since the rankings fluctuate considerably from one 
country to the next, it is difficult to come up with a 
clear average picture. 
Contractors see subcontracting as a way of gaining 
flexibility and specialisation whilst reducing costs. 
They regard it as a gateway to specialist know­how 
and minimising investment. 
It should be noted that the use of subcontracting "to 
avoid industrial action", as suggested in the ques­
tionnaire, seemed to be irrelevant for most contrac­
tors. 
The answers given by contractors in all countries 
are very similar: it appears that contractors rely 
mainly on their own professional contacts to find a 
subcontractor. Most of them even set up databases 
listing enterprises which might be of interest to 
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(1 =most important) 
S o u r c P - ^ O O U r C e : eurostat 
When the contractors were asked about the criteria 
they used in choosing their subcontractors, most of 
them came up with their own selection criteria. 
These criteria generally took the form of the sub­
contractors complying with the specific standards 
set by each contractor. In order to make the results 
comparable, they were, however, asked to refor­
mulate these criteria to conform with the list pro­
posed in the questionnaire. 
The upshot was a systematic demand for quality, 
followed at some distance by other criteria such as 










50 100 71 
UK 
75 
67 71 50 
50 83 71 67 
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Forecasts for the next f ive years 
The contractors were asked to reply to various 
questions about expected developments over the 
next five years. These covered the trends which 
they anticipated in: 
* the proportion of subcontracting in their total 
purchases; 
* geographical coverage; 
* quality requirements; 
* quantities of subcontracted products; 
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Table 6.13 
Β D E UK 
Proportion of 
contractors predicting 
higher demands for 
quality in their 
subcontracting 
purchases (%) 
S o u r c e : eurostat 
Manufacturers of 
electronic apparaus 





70 67 100 100 
75 100 100 
70 71 100 100 
Most of the contractors thought that they would 
make greater use of subcontracting, although con­
tractors in Belgium were more divided on this 
issue. 
Contractors also gave their views on developments 
in the geographical breakdown of their subcon­
tracting purchases. It should be noted that the ques­
tion did not relate to the volume of subcontracted 
work purchased abroad, but to the number of coun­
tries from which the contractor purchased these ser­
vices. 
T a b l e 6 . 1 4 
Proportion of 
contractors predicting 
an increase in the 
quantities of products 
purchased through 
subcontracting (%) 
S o u r c e ^ 
O O U r C e : eurostat 
Manufacturers of 
electronic apparaus 














Contractors were fairly divided as to trends over the 
next five years in the geographical breakdown of 
their subcontracting purchases. Manufacturers of 
electronic components thought an increase more 
likely than did manufacturers of electronic appara­
tus. On a national basis, the likelihood of such an 
increase was felt to be higher in Germany, doubt­
less due to the opportunity of purchasing services 
from eastern Europe. 
Contractors in all countries felt that the current 
quality of their subcontracted products was unsatis­
factory and stated that they would become more 
demanding in this respect over the next five years. 
T a b l e 6 . 1 5 
Proportion of 
contractors predicting 
a diversification of 
the range of products 
purchased through 
subcontracting (%) 
J O U i C e : eurostat 
Manufacturers of 
electronic apparaus 





Β D E UK 
40 67 80 40 
67 90 50 
40 67 88 43 
Contractors in all countries predicted an increase in 
the volume of products purchased through subcon­
tracting. 
The results here vary considerably depending on 
the country and sector of activity concerned. In 
Spain, for example, an increase in the range of 
products subcontracted was seen as a certainty. At 
the same time, opinions in Belgium and the United 
Kingdom were much more divided. 
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THE SUBCONTRACTORS' V IEWPOINT 
Survey methodology 
The subcontractors interviewed during these sur­
veys could belong to all sectors of industrial activi­
ty. A number of enterprises were, however, select­
ed in advance from the national business registers 
(cf. "survey methodology" for the contractors). 
These registers could, for example, be used to 
select only subcontractors or only suppliers in the 
electronics sector. The enterprises received a postal 
questionnaire. In the Netherlands, the only subcon­
tractors interviewed were those working for Philips. 
The fol lowing analysis deals only with enterprises 
which stated that they were subcontractors in the 
electronics sector according to the definition in the 
survey. The final results are no doubt mainly repre­
sentative of enterprises which are very dependent 
on this type of economic relationship, since these 
are naturally more inclined to answer questions on 
a subject which directly concerns them. The 
response rates varied from one country to another. 
France did not interview subcontractors in the elec­
tronics sector as part of the actual pilot surveys. 
Characterisation of subcontractors 
Looking at the situation of subcontractors in the 
electronics sector, background information on the 
respondents in each country is provided (number of 
respondents, staff and turnover in mil l ion ECUs, 
cumulative). 
Table 6.16 presents the characteristics of the elec­
tronics subcontractors who have electronics as their 
main line of activity. One can note that in the list of 
subcontractors provided by Philips, not one sub­
contractor was from the electronics sector. 
T a b l e 6 . 1 6 
Β D E(1) NL UK 
Number 12 13 10 0 14 
Staff 2,814 11,350 
Turnover 



























































































electronics as their 
main activity 
1) no details were given on the 
composition of the sample 
Ο Ο U Γ C Θ : eurostat 
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Characteristics of 
respondents with a 
main activity other 
than electronics 
1) no details were given on the 
composition of the sample 
S o u r c e ^ 
German subcontractors are much larger than those 
in other countries. The breakdown of the number of 
respondents does not, of course, reflect the break­
down of subcontractors in general. 
eurostat 
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Proportion of sub­
contracted work in 
total sales by sub­
contractors in the 
electronics sector (%) 
S o U r C 8 : eurostat 
NACE Rev.1 











Other sectors: 65 77 98 85 
of which: NACE 25 70 35 
NACE 27 and 28 93 55 98 
NACE 31 and 33 57 73 
Total 53 76 88 85 
85 
91 
Importance of subcontracting 
in sales by subcontractors 
Since one of the main aims of these European sur­
veys was to identify interdependence between 
enterprises, and particularly between small and 
large enterprises, two of the key variables in the 
study were subcontract work as a proportion of the 
total turnover of subcontractors and the proportion 
of subcontracting in the total purchases of contrac­
tors. 
We should, however, bear in mind that this pro­
portion is only calculated for subcontracting enter­
prises and cannot be extrapolated to apply to all of 
the sectors of activity concerned. 
T a b l e 6 . 1 9 
Breakdown of sales: 
subcontractors with 
electronics as their 
main activity 
(%) 
S o u r r P . ^ 
Γ C G . eurostat 
Same region 
Different region, same country 
Different country, EU 


























It is difficult to trace the profiles of subcontractors 
according to their sector of activity on the basis of 
the sectoral results in the table 6.18. These results 
illustrate specific national characteristics rather than 
sectoral characteristics. Thus, whilst the proportion 
of subcontracting is generally over 70%, there are 
some exceptions, such as Belgian subcontractors in 
the electronics sector (25%). 
Geographical breakdown 
of subcontracting sales 
Subcontractors broke down their subcontracting 
sales by the location of their contractors. 
T a b l e 6 . 2 0 
Breakdown of sales: 
subcontractors with a 
main activity other 
than electronics 
S Λ . . .. *. Λ . ' ^ ' l 




Different region, same country 29 
Different country, EU 58 














The vast majority of subcontracting sales are to con­
tractors in the European Union. These contractors 
are also most often located in the same country as 
the subcontractor. Belgium alone stands out for the 
low proportion of sales to Belgian contractors 
(12%). 
As is the case for subcontractors with electronics as 
their main activity, subcontracting sales are mainly 
to European Union contractors, who are generally 
located in the same country as the subcontractor. 
Once again the results for Belgium stand out from 
the rest, although the difference is less pronounced 
with sales to Belgian contractors making up 29% of 
ΞΤΖ 
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the total (as against 12% for subcontractors in the 
electronics sector). 
Financing 
In order to be competitive, subcontractors them­
selves often have to make substantial investments. 
They were asked to classify the means of finance 
used (assistance from contractors, own resources, 
bank loans), ranging from the most important to the 
least important. 
Subcontractors do not seem to count on their con­
tractors to help them finance investment. They only 
use their own resources or take out bank loans. 
Subcontractors' expectations 
The subcontractors indicated areas in which they 
like to see the public authorities take action, speci­
fying which level of authority they felt was the most 
appropriate for the task. 
Vocational training tops the list most often, except 
in Germany where subcontractors are more con­
cerned about technical aspects, certification and 
terms of payment. 
The public authorities considered best placed to 
carry out these actions depend very much on the 
country in which the respondent is located. Whilst 
the national government comes out near the top in 
all countries, the roles of Europe and the regions are 
not always perceived in the same way. Belgian sub­
contractors, for example, want action to be taken at 
European level, whilst Spanish subcontractors pre­
fer the regional level. It should also be noted that 
sectoral organisations are listed in second place in 
Germany, Spain and the United Kingdom. 
Β E UK 
Assistance from contractors 3 3 3 
Own resources 
Bank loans 
1 1 2 


































































the means of 
financing investment 
(1 =most important) 
S o u r e - ^ 
i C c . eurostat 
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Areas in which the 
public authorities 
should take action 
(1 =most important) 
S « . . ­ .. « . I ^ ^ 7 1 O U Γ C e : eurostat 
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Best level of authority 
to take action 
(1 =most important) 
S o u r c e : eurostat 
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RELATIONS BETWEEN CONTRACTORS 
A N D SUBCONTRACTORS 
A common part of the survey questionnaires was 
directed at both parties of the sub­contracting rela­
tionship. The tables below present in parallel the 
replies provided by the contractors and subcontrac­
tors. 
Country by country, the replies of the two parties 
were not however strictly comparable: a contractor 
generally has several subcontractors; he can, with 
good intentions, declare for example that he pro­
vides equipment to his subcontractors, but he only 
in fact does this for one subcontractor; the other 
subcontractors, on the other hand, wi l l declare that 
they receive no equipment from their contractor. 
Furthermore, contractors and subcontractors may 
work with companies of another country, the 
replies of contractors for a particular country have 
to therefore be looked at with respect to the replies 
of subcontractors from another country. 
Formalising the relationship 
The relationship between contractor and subcon­
tractor can be characterised by the degree of for­
mality in the relationship that links the two parties. 
T a b l e 6 . 2 4 
Contractors and 
subcontractors who 
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strongly in the 
conception of the 
product' 
(%) 
O O U Γ C Θ : eurostat o 
Contractors: 
- Electronic articles 
- Electronic components 
Subcontractors: 
- Electronics 























- Electronic articles 
- Electronic components 
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- Electronics 





























1) in the United Kingdom, 17% of the contractors stated their 
reply as "average" to the question. In the other countries only the 
options "strongly" or "limited" were given as possible answers to 
the question. 
The level of formality fluctuates between countries 
to a high degree. It would appear that Spanish 
enterprises like to introduce formality far more than 
their Belgian or British counterparts, although there 
is nevertheless a noticeably low percentage even in 
Spain for those dealing in the main activity of elec­
tronics (2%). 
Participation in the conceiving new products 
The survey allowed a check to be made on whether 
or not the subcontractor participated in the concep­
tion of new products for the contractor. 
The producers of electronic goods considered that 
their subcontractors participated most in the con­
ception of their products. On the other hand, the 
participation of subcontractors in the production of 
electronic components was much less. 
The point of view of the subcontractors is some­
what different: as they are more numerous in 
declaring their participation in the conception of 
products. 
m eurostat 
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Co-operation on R&D aspects 
The survey also attempted to reveal the amount of 
co­operation taking place between parties with 
respect to R&D. 
The agreements reached between contractors and 
subcontractors in this area are limited. Only, elec­
tronic goods in Britain did contractors reveal that 
they had a large number of agreements with their 
subcontractors (70%). 
Provision of supplying equipment 
A further area of study between the two parties con­
centrated on the relationship with respect to 
whether or not subcontractors received supplies or 
equipment from their contractor. 
Contractors: 
­ Electronic articles 
- Electronic components 
Subcontractors: 
­ Electronics 






































have an agreement 
as regards R&D 
(%) 
raT/Ί 
S o u r c e : S Ü M 
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Professional training 
The two parties were also questioned on whether 
or not they received any professional training or 
had to spend money on professional training. 
Professional training is more often cited by contrac­
tors, as what is true for a particular contractor is not 
necessarily true for all of his subcontractors. Table 
6.28 shows one exception from this general rule: in 
Belgium, although it should be remembered that 
most Belgian relationships are with foreign contrac­
tors. 
Contractors: 
­ Electronic articles 
- Electronic components 
Subcontractors: 
­ Electronics 
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Table 6.28 
Contractors: 
­ Electronic articles 
- Electronic components 
Subcontractors: 
­ Electronics 
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Another interesting area of study is that of financial 
assistance provided between the two parties. 
The contractors rarely consider that they provide 
financial assistance to their subcontractors. Equally, 
subcontractors do not count on the aid from the 
contractor as regards financing their investments. 
Crucial elements in the relationship 
The two parties were also asked which elements 
constituted crucial elements in their relationships, 
in order that they could carry on work together. 
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The results presented in the table 6.30 show that 
the quality of products is the most important in the 
relationship. This was followed by differing replies 
based more on national criteria, rather than global 
phenomena. The most important items in general 
would appear to be the control of costs, the ability 
to adapt and meet changes with regard to orders of 
goods and rapid delivery of supplies to deadlines. 
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